
INVENTORY-SALES RATIOS OF MANUFACTURING AND TRADE FIRMS 
In response to many requests, tho SURVEY IS adding series 

on stock-sales ratios for mnnufacturiug imd trade Arms to 
its regularly presented monthly statistical data. The table 
below provides ratios starting in 1956. Tliese will bo up­
dated on this page for tho next sovornl months and then 
Incorporated in the S-pngos in tho Monthly Business Sta­
tistics Section. 

Tho stock-snlcs ratios are based on tho seasonally adjusted 
sales and Inventory series presented regularly for manufac­
turing and trade on pages S-4, 5, 9, and 10. Tho ratios aro 
derived by dividing end-ot-month Inventory book values by 

total sales during tho month. No adjustments have been 
made to bring inventory book values, which are typically 
valued at tho lower of cost or market, up to tho lovol of 
selUng prices. 

Stock-sales ratios aro frequently used in evaluating tho 
current position of Inventory holdings. Whilo useful In 
tills respect considerable caution must bo used in such 
analyses. In addition to tho problem of selecting a "normal" 
historical period for use as a frame of reference, appraisal is 
rendered difllcult by tho many cyclical and secular factors 
which aro operative. 

From a eycllcal point of i low, stock-sales ratios aro gen­
erally Inversely related to business activity, that la, tho ra­
tios tend to riso (fall) as sales doollne (rise). Typically tho 
change In direction of the Inventory movement tends to oc­
cur sometime after tho turn in sales. Over tho longer run, 
stoclc-salcs ratios aro affected by changing olliciencics in tho 
iiandling of inventories duo to such factors as improvements 
in transportation, better control by management, increasing 
use of electronic data processing machines, and other change 
In technology. 
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